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Contra supplier bilked U.S., official says

By SAM DILLON

Herald Staff Writer !
TEGUCIGALPA®Honduras - A corner
grocery supplying Nicaraguan contra rebels
at American expense billed the uUsS.
government for thoglsands of umf;rms that
existed, reliable sources say.
ne\_'lg;e sources say the Supermercado
Hermano Pedro in Tegucigalpa is also a
front to disguise the participation of several
Honduran military officers in contra supply
efforts, while Honduran public records and
officials say the grocery store has hidden at
least $3.8 millionhin U.S. payments from
uran tax authorities.
Hor.;:jU.S. official with knowledge of contra
operations said U.S. authorities apparently
tolerated these dealings in recent months as

a way of rewarding key Honduran army

officers for cooperation with the Nicara-
uan rebels. o .

8 The allegations provide new insight into

irregularities suspected in the contra supply

network and the difficulties the Reagan
administration faces as it tries to convince
Congress to nearly quadruple U.S. fundil_ig
for the contras. A congressional subcommit-
tee voted Thursday to subpoena records of
Miami bank accounts belonging to the
contras or their suppliers.

Hermano Pedro, a crowded shop tucked
into a stucco building in a working-class
Tegucigalpa neighborhood, has been the
largest single recipient in H_onduras of
payments from $27 million in so-called
humanitarian aid that Congress voted to
give the contras last summer.

According to classified U.S. records, the
State Department’s Nicaraguan Humani-
tarian Assistance Office, which supervises
the rebel aid program, paid Hermano Pedro
at least $3.8 million from late October
through February. The payments were for
vast shipments of food, 20,000 uniforms, six

months rent on a warehouse,
transportation, fuel and other
goods and services the business
claimed to have provided to the
rebels.

At least one shipment of uni-
forms, for which the United States
paid $325,000, apparently never
existed, and irregularities may
also affect food shipments and the
warehouse, interviews in Hondu-
ras indicate.

“Forget it. There were no uni-
forms,” said a knowledgeable U.S.
official when asked about U.S.
documents that show a Jan. 2
payment to Hermano Pedro for
20,000 uniforms. “There were
military operations the contras
were unable to carry out in
January because thev didn't have
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clothes. They were out buying
jeans, Sergio Valente jeans, in
order not to go naked.”

Honduran tax records list Her-
mano Pedro's legal owner as Elvia
Ramona Portillo Ponce, the wife
of Rodolfo Zelaya, an alternate
Honduran congressman from the
opposition National Party. But
Honduran and U.S. sources said its
shadow partners include several
colonels in the Honduran armed
forces. The colonels, none of
whom were reached for comment,
appear to share a common military
academy background and hold
command positions in units that
have long worked closely with the
contras.

A US. official said Zelaya was
believed to have asked the officers
to participate as partners.

Zelaya missed several appoint-
ments with reporters this week.
His wife, who insisted she had
only lent her name to the business,
said Zelaya was suffering from a
nervous condition, had collapsed in
the store Tuesday, and was seek-
ing medical attention.

Reached by phone late Wednes-
day, Zelaya said: “I don't have
anything to do with the United

States, and I don’t want to talk
about this thing with reporters.

“Business matters are confiden-
tial,” he said. “This is Honduras
wgere free enterprise is permit-
ted.”

Zelaya declined comment when
asked if Honduran military offi-
cers were partners in his wife's
business.

Capt. Roberto Acosta, a spokes-
man for the Honduran armed
forces, said in a phone interview
Thursday that his office had no
knowledge of military participa-
tion in the Hermano Pedro opera-
tion.

“We are making the necessary
consultations now to define the
status of the Supermercado Her-
mano Pedro,” Acosta said.

How long Hermano Pedro has
been a major contra supplier is not
clear. Last October, it began
charging the contras $3,000 a
month for the rent of a warehouse,
U.S. records indicate.

Until then, the contras had run
their own Tegucigalpa warehouse
and supply operation from several
field tents pitched on a private
farm known as La Quinta on

Tegucigalpa's outskirts, a Nicara-
guan exile familiar with contra
logistics said.

In late October, however, after
local reporters publicized contra
activities at the farm, Honduran
soldiers occupied La Quinta, seiz-
ing weapons, ammunition, food
and other supplies stored there,
the source said. The seizure was
reported in Honduran newspapers
and by wire services at the time.

The soldiers transferred the
contra supplies to a nearby Hondu-
ran military installation, the Nica-
raguan source said. Since then,
deliveries of food, ammunition and
other supplies to the contras have
been organized from that and
other Honduran military installa-
tions, the Nicaraguan and a U.S.
source said.

Honduran military trucks and

other equipment have also been
used to assist the contra supply
effort, according to U.S. officials.

The warehouse, ground trans-
portation and other services for
which Hermano Pedro has charged
the contras appear to correspond
to services quietly provided during
the same period by the Honduran
military.

Alberto Lopez, a businessman
familiar with Tegucigalpa’s ware-
house market, said only a handful
of city warehouses are large and
modern enough to merit a $3,000
monthly rental.

Hermano Pedro’s food ship-

ments also have rajsed questions.
The market's food charges, ac-
cording to U.S. records, were
$896,000 in October, $1.5 million
-in November, $478,000 in January
and $390,000 in February. Fue|
and ground transport costs were
included in the billing, the docu-
ments indijcate.

During the same period, howev-
er, U.S records indicate that the
San Jorge Bazar, a wholesaler
based near the border in Danli, 45
miles east of Tegucigalpa, also
delivered vast quantities of food to
numerous contra camps, including
the contras’ main hospital at



Aguacate, 115 miles northeast of
the capital.

The San Jorge Bazar's manager
said in an interview he believed he
had become the contras’ principal
food supplier because of his low
prices and efficient accounting
methods.

A U.S. source said the officers
involved in Hermano Pedro ap-
peared to be the same officers
whose units are operating most
closely with the contras.

The same source suggested that
U.S. officials have tolerated the
Hermano Pedro operation because
it provided a way to reward
Honduran military officers for
their cooperation with the rebels.

U.S. officials said that when the

CIA managed the conira war.

Honduran military cooperation
was rewarded witﬁ direct payoffs

to key officers. Congress barred
the CIA from direct involvement

with the rebels in 1984,

e U.S. official said the appro-
priation last year of overt ‘“hu-
manitarian aid” to the contras had
greatly complicated the system of
payoffs to the officers, and that
anomalies surrounding Hermano
Pedro’'s dealings had apparently
been tolerated as a way of
continuing the hidden payoffs.

“You can't exactly offer this as
a line item to the U.S. Congress,”
the official said. “The officers who
were getting a percentage before
are not going to perform the same
services for nothing. You have to
find a way to disguise those
payoffs.”

The official said the amounts
involved are ‘‘peanuts for what
you're getting."”

During the 22 months that Gen.
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Walter Lopez was armed forces
chief, the Honduran military
proved reluctant to cooperate with
U.S. efforts to aid the contras. But
the U.SS. official said that after
new military leadership nudged
Lopez from command in late
January the military increased its
cooperation.

“After Lopez was Kkicked out
they said ‘We're going to give
more help to the contras,’™ the
official said. “So what they decid-
ed to do was to take as much of
the $27 million as they could get.”

Hermano Pedro’s windtall, how-
ever, was not reported to Hondu-
ran tax authorities. The shop
declared 1985 sales of less than
$50,000 to Tegucigalpa's munici-
pal sales tax authority Jan. 14,
records indicate. The company
paid the equivalent of $413 in
taxes based on that declaration.

The company’s $2.3 million in
sales to the contras during the last
three months of 1985 alone obli-
gated it to pay 1986 taxes of
$12,600, a tax official said.

Honduran tax officials said they
were opening an investigation to
determine whether the individuals
involved had also underestimated
their incomes on federal tax
records.
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